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Model C. P. A. Bill 


The model C. P. A. bill, prepared by the 
Institute committee on state legislation, 
which was published in the Bulletin for 
January 15, 1927, is to be reprinted in 
pamphlet form. It is expected that copies 
of the bill will be received from the printer 
in a short time and they will then be avail- 
able to those who desire them. 


Chartered Accountant Bill in South 
Africa 

A bill has been introduced in the legis- 
lature of the Union of South Africa which 
would provide a professional designation 
for members of the professional societies 
there. The Transvaal Society of Account- 
ants, the Natal Society of Accountants, 
the Cape Society of Accountants and 
Auditors, and the Society of Accountants 
and Auditors in the Orange Free State are 
supporting the proposed act, which provides 
that members of the recognized organiza- 
tions shall be entitled to use the designation 
“chartered accountant (South Africa).” 


Cecil S. Ashdown to Head Manage- 
ment Week Committee 


Cecil §. Ashdown, who represented the 
American Institute of Accountants on the 
1926 national committee on management 
week, was unanimously elected chairman 
of the 1927 committee at a meeting at the 
Engineers’ club, New York, February 25th. 
R. M. Hudson, chief of the division of 
simplified practice of the United States 
department of commerce and last year’s 
secretary of the committee, was chosen 
secretary-treasurer for 1927 by a unanimous 
vote. 


The meeting had been called for the pur- 
pose of laying plans for management-week 
activities next autumn, as well as electing 
officers. The period for this year’s manage- 
ment week will be from Monday, October 
24th, to Saturday, October 29th, inclusive. 
It was decided that the subject for the 
1927 programme will be “‘Management’s 
part in maintaining prosperity.” It was 
felt necessary that the topic selected should 
be of a significant character, timely, perti- 
nent to current business conditions and 
broad enough in scope to merit the partici- 
pation of all persons concerned with the 
advancement of the art and science of 
management. The subject selected is be- 
lieved to fulfill these conditions. The 
committee feels that the recognized aid of 
management in bringing about the present 
high level of prosperity and its importance 
in maintaining it will lend great interest 
to the discussions. It is expected that em- 
phasis on ‘‘Management’s part in maintain- 
ing prosperity’ will focus attention on 
policies, methods, practices, and procedures 
that yield highest prosperity not only for 
business, but for labor and for the public 
in general. The subject, the committee 
feels, will merit the interest and coéperation 
of owners, managers, superintendents, fore- 
men, purchasing agents, credit managers, 
auditors, accountants and comptrollers, 
sales managers, and all others working 
in an executive capacity. 

The general plan of procedure and organi- 
zation and administration is to be the same 
as that followed in the 1926 programme. 
Invitations to codperate will be extended 
to schools, colleges and universities, service 
organizations, chambers of commerce and 
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similar groups. Efforts will be made to 
accomplish a large increase in attendance 
at and in number of meetings. 

An international management congress 
is to be held in Rome, Italy, in September, 
1927. The committee decided to present 
a statement at that congress on “‘Manage- 
ment week—its aims, purposes and results,”’ 
and to encourage international interest and 
coéperation. 

The addresses delivered and information 
compiled during the 1926 management week 
are to be edited, arranged and issued in 
some form suitable for reference use. The 
secretary of the committee is proceeding in 
the execution of this plan. 

Representatives of the six sponsor organi- 
zations were present at the recent meeting. 
In addition to the American Institute of 
Accountants, these organizations are the 
American Society of Mechanical Engineers, 
the American Management Association, the 
Society of Industrial Engineers, the Taylor 
Society and the division of simplified prac- 
tice of the department of commerce. 

A number of other national organizations 
of professional men and executives have 
been invited to join the group of sponsor 
organizations. 

The committee extended a vote of thanks 
to the 1926 honorary chairman, H. S. Denni- 
son, and to John W. O’Leary, president of 
the United States chamber of commerce, 
for their codéperation in last year’s pro- 
gramme. It is hoped to announce soon 
the name of the honorary chairman for the 
current year. 


Annual Meeting of Institute 


Among the attractive places which may 
be visited by accountants en route to the 
annual meeting of the Institute at Del 
Monte next September is the city of Denver. 

The ‘‘mile-high city,’”’ situated among 
Colorado’s magnificent mountains, has a 
delightful, sunny climate. The air is re- 
freshing and invigorating; nights are cool 
and restful. From Denver all roads lead 
to scenic attractions. It is only a short 
drive to Lookout mountain or into the pic- 
turesque Platte and Clear creek canyons. 
Rocky Mountain National Park is not many 
miles distant via excellent highways and is 
served by the motor busses of the Rocky 
Mountain National Park Transportation 


Company. Colorado Springs, Manitou, the 
Pike’s Peak region with its famous cave of 
the winds and garden of the gods, Silver 
Plume, Cripple creek, and other famous 
places are within easy reach. 

Denver, however, is not merely a gateway 
to the scenic beauties which surround it 
but, in itself, is a beautiful metropolis 
covering 58.8 square miles. Among its 
notable buildings are the state capitol, the 
United States mint, and the natural history 
museum. The city contains 22 parks and 
17 playgrounds, 1471 acres in extent. 

Denver is served by fast through trains 
of several railroads. 

The information contained in this article 
was obtained from the Union Pacific system. 


Hotel Accountants Uphold Ethical 
Standards 


The attitude of the Hotel Accountants 
Association, a recently formed organization 
whose membership is comprised of both 
public accountants and accounting officers 
of hotels, on the question of maintenance of 
ethical standards in accountancy is clearly 
indicated in the following resolution, adopted 
by the association at a meeting, January 
18, 1927, at the Engineers’ club, New York: 


WHEREAS, it has come to the attention of this 
Association that there are certain firms of public 
accountants and individuals advertising their ser- 
vices to hotel proprietors, and 

WHEREAS, various societies of public accountants 
in this country disapprove of such advertising and 
solicitation, believing it to be objectionable and 
contrary to their professional ethics, therefore, be it 

RESOLVED, that this Association endorse the 
stand taken by such public accounting societies, 
and further be it 

RESOLVED, that the Hotel Accountants Associa- 
og protest against such advertising, and that it 

RESOLVED, that a copy of this resolution be 
sent to the New York State Society of Certified 
Public Accountants, and to the American Institute 
of Accountants. 


This occasion was the fourth monthly meet- 
ing of the association. It was announced that 
the board of directors had passed a resolu- 
tion recommending the publication in bulle- 
tin form of the important addresses on 
hotel accounting delivered at the monthly 
meetings of the organization. At each 


meeting it is customary for some member 
of the association to present a paper on one 
of the subjects contained in the Uniform 
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System of Accounts for Hotels. If the reso- 
lution is adopted by the Hotel Association 
these addresses will be published as bulletins 
and distributed to hotel proprietors and 
accountants who are members of the Hotel 
Accountants Association. 

At this meeting suggestion was made as 
to the possibility of the Hotel Accountants 
Association preparing matter for publica- 
tion on the subject of depreciation. It was 
said that there is a distinct necessity for a 
definite and standard form of determining 
depreciation in the hotel industry. A com- 
mittee composed of F. W. Squires, chairman, 
William J. Forster and C. B. Stoner was 
appointed to determine a proper method of 
procedure in this matter. 

Technical papers on several portions of 
the Uniform System of Accounts for Hotels 
were then presented. C. Stuart Brown 
spoke on the beverages department. George 
R. Anderson discussed the cigars and ciga- 
rettes department and William J. Forster 
presented a paper on the minor operated 
departments. The addresses were followed 
by discussion of their contents. 


Public Accountants in Austria 


A system of registered public accountants 
may be established in Austria in the near 
future, according to Attaché H. L. Groves, 
Vienna, whose report has been made public 
by the department of commerce. 

The Austrian government recently laid 
before the parliament a proposed law pro- 
viding that the ministries of finance and 
commerce may name “‘consultors’’ or char- 
tered public accountants according to speci- 
fied requirements. The proposed measure 
provides also for the organization of a 
society of public accountants whose mem- 
bers must take oath before entering upon 
their duties. It is felt that the system 
set forth will be a step in the direction of 
higher standards and greater security in 
business concerns. Heretofore, Austrian 
firms, for the most part, have relied on their 
own bookkeeping staffs to take care of any 
accounting exigencies which might arise. 
Several foreign accounting firms maintain 
branch offices in central Europe, but it is 
anticipated that the system of native public 
accountants foreseen by the proposed law 
will provide an important link in improved 
office organization and management in na- 
tional industries. 


Accountants in Arbitration 


The interest and influence of accountants 
in commercial arbitration are becoming 
increasingly noticeable, according to a report 
of the accountants’ committee of the Amer- 
ican Arbitration Association, issued by the 
chairman, J. Pryse Goodwin, under date 
of March Ist. The report summarizes 
the activities of the accountants’ committee 
from January 15th to February 2Sth and it 
may be inferred from the achievements of 
that period that the professional territory 
in which the accountants’ committee is 
working is expanding. Activities are re- 
ported in Indiana, Rhode Island, Michigan, 
and California. 

The committee has been considering the 
possibility of including questions on arbi- 
tration in accountancy examinations in 
order to encourage the familiarization of 
accountancy students with the subject. 
A sub-committee of examiners in account- 
ancy recently reported that after a careful 
study of the relation between arbitration 
and accountancy, it was felt that the time 
for inclusion of such questions in the exami- 
nations is not yet at hand. 

In the covering letter which accompanies 
his report, Mr. Goodwin says that the de- 
mand for services of accountants in arbi- 
tration and as counsel in arbitration is now 
beginning to be felt. The subject of arbi- 
tration is receiving a good deal of attention 
from the accountancy profession generally. 
Mr. Goodwin's report mentions a number 
of addresses delivered by accountants or 
before accountants’ societies and articles 
published in professional publications, which 
are indicative of a wide-spread interest in 
the subject. 


Farm Accounting 


In the light of the recent decision of a 
committee of the Illinois Bankers Asso- 
ciation to take definite steps to encourage 
farm accounting during 1927, it may be of 
interest to note a similar determination to 
emphasize the importance of the subject in 
Scotland. 

A committee appointed by the Scottish 
board of agriculture to investigate the 
question of farm accounting recently ren- 
dered a report which is commented upon 
editorially in The Accountants’ Magazine, 
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Edinburgh. The editorial says that the 
report is of special interest to the profession 
as indicating a desire on the part of the au- 
thorities to give a much-needed stimulus to 
account-keeping among farmers. ‘The com- 
mittee says in the report that so far as 
records are kept at present among farmers, 
often under the supervision of professional 
accountants, the system is as scientifically 
perfect as is required by the special circum- 
stances. It suggests that bookkeeping on 
coéperative lines should be promoted and 
that experienced professional accountants 
should be consulted as arbiters on questions 
of principle in order to obtain uniformity. 
The Accountants’ Magazine devotes three 
pages to its discussion of the committee’s 
recommendations. 


Accountancy Students’ Banquet 


The annual banquet and dance of the 
Pittsburgh School of Accountancy were held 
at the Fort Pitt hotel, Pittsburgh, February 
19th. The toastmaster was Raymond D. 
Evans, assistant United States attorney for 
the western district of Pennsylvania. ‘The 
principal speaker of the evening was Homer 
S. Pace, of New York. His subject was 
“A greater accountancy.” 


Code of Practice for Trade Groups 


The government has recently manifested 
an attitude of encouragement of the estab- 
lishment of codes of trade practice set up 
by trade groups. Typical codes which have 
already been composed relate to sound ac- 
counting methods, elimination of waste; 
avoidance of unsound credit practices; 
eliminating guarantees against price de- 
clines; exchange of information among 
members, etc. 

At a special convention of the fertilizer 
industry at Washington, D. C., January 
10th, under the auspices of the National 
Fertilizer Association, a code of trade prac- 
tices was proposed and adopted by the in- 
dustry. This code has received the un- 
official approval of the department of justice, 
and as it is typical of similar articles it is 
reprinted in this Bulletin, with the thought 
that accountants may be interested in the 
tendencies which it indicates. 


Bulletin of American Institute of Accountants 


CODE OF TRADE PRACTICES 


Approved and recommended to the fertilizer in- 
dustry by the executive committee of The 
National Fertilizer Association 


The following code has been formulated with a 
view to eliminating waste and unfair trade practices 
which have been prevalent in the fertilizer industry 
and which have led to demoralization which is 
disastrous to the manufacturers and which in the 
long run can not but also operate to the detriment 
of the consumers: 

1. Sound accounting methods. Manufacturers 
should recognize the sound principle that in manu- 
facturing and selling their product cost should be 
accurately determined and carefully considered. 
A scientific system of cost accounting should be 
established and applied in order that manufacturers 
may know accurately the cost of their product and 
the relation of price thereto. In this connection 
the attention of manufacturers is called to a recent 
study entitled ‘‘Cost accounting and cost esti- 
mating’ prepared by the cost accounting com- 
mittee of The National Fertilizer Association. 

2. Elimination of waste. Wasteful selling meth- 
ods should be eliminated. A multiplicity of 
grades adds materially to the cost of mixed fer- 
tilizers and, as pointed out by the federal trade 
commission in its investigation of the fertilizer 
industry, there is no economic justification therefor. 
A reduction of grades is therefore recommended as 
a measure of economy. It is further recommended 
that the manufacturers avoid the practice of making 
up fertilizer (actually of standard grades) for sale 
under private brands, and also the practice of com- 
pounding special formulae for individual buyers. 

Since freight rates constitute a material portion 
of the cost of fertilizer, it is recommended that 
manufacturers, who are primarily wholesalers, 
market their product in carload lots only, so as to 
avoid the large differential between carload and 
less than carload shipments. 

3. No secret discriminations and rebates. Manu- 
facturers should scrupulously avoid the granting 
of secret rebates, irrespective of the form assumed. 
Competition should express itself openly rather 
than in special and discriminatory form. Among 
practices violative of this principle which have 
heretofore prevailed, and the elimination of which 
is recommended, are the following: 

(a) Providing truck service without adequate 
charge for the same, or reimbursing the dealer or 
purchaser for trucking costs. 

(b) Providing local warehouse facilities, or re- 
imbursing the dealer or purchaser for the actual 
or theoretical cost thereof. 

(c) The sale, simultaneously with the sale of 
mixed fertilizer, of chemicals and materials at 
special concessions designed to be an inducement 
to the buyer to purchase mixed fertilizer. 

(d) Failure to enforce in good faith the terms of 
contracts previously made for the sale of fertilizer. 

(e) Making up special formulae or using special 
ingredients in standard formulae without making 
adequate charge for the cost of such special formulae 
or special ingredients. 

(f) The making of special allowances to buyers 
for advertising. 

(g) Adopting selling methods which, as experience 
has amply demonstrated, almost always promote 
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secret rebates and concessions and put it out of the 
power of the manufacturers to control them. 
Reference is here particularly made to the practice 
of selling through commission agents and others 
who are irregularly employed and the compensation 
of whom, without being ‘‘loaded’’ into the price, 
is measured in terms of quantity sold. Where ex- 
perience has shown that commission men and like 
agents customarily resort to split commissions, 
secret rebates, etc., the manufacturers should sell 
only through regularly employed salaried salesmen 
and agents responsible to and directly controlled 
by the manufacturers. 

(h) Extending credit terms which do not take 
into account the actual! cost of money or of credit. 


4. Avoidance of unsound credit terms. In cer- 
tain sections of the country, buyers have customarily 
taken advantage of ‘open shipments” by taking and 
using the goods and then refusing to settle on any 
terms other than those satisfactory to the buyer, 
and often quite different from the terms under 
which the contract of purchase and sale was made. 
Where this abuse has prevailed manufacturers 
should sell only on terms such that, to obtain the 
bill of lading, the purchasers must make payment 
in cash or negotiable promissory note for the con- 
tract price. 

Where delivery is made against promissory note, 
the note should be made payable at the earliest date 
consistent with the principle that the fertilizer should 
be paid for not later than the time when the crop 
for which the fertilizer is employed is marketed. 

5. No guarantee against decline of prices. Sales 
should be made at fixed prices and terms accepted 
in good faith by buyer and seller with the mutual 
intention of complete performance. The manu- 
facturers should avoid selling under conditions which 
provide for a reduction of price of goods previously 
sold in the event of subsequent sales of like goods at 
lower prices. 

The effect of this practice is to apply to all goods 
sold the lowest price which may be quoted by any 
competitor to any buyer, even though much below 
the cost of production. This puts the weaker manu- 
facturers at the mercy of the stronger. 

6. Exchange of statistical information. In order 
that the relations of supply and demand and the 
statistical conditions existing from time to time in 
the fertilizer industry may be known, it is proposed 
to establish a bureau of statistics of The National 
Fertilizer Association, to which periodical statis- 
tical reports shall be made, giving information 
with respect to stocks on hand, production, ship- 
ments, average prices realized, and such other statis- 
tical information as may lawfully be assembled and 
exchanged and which shall relate entirely to past 
and completed transactions. Details as to the 
foregoing will shortly be elaborated and submitted 
to the manufacturers. 


Field Hearings by Board of Tax Appeals 


Field hearings by the board of tax appeals 
were scheduled to begin February 28th at 
Fort Worth, for two weeks, and at Atlanta, 
for one week. A hearing was called for 
March 7th at New Orleans, for one week. 
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It is expected that announcement of other 
points to be visited by the board at later 
dates will be made soon. 


Conference on Double Taxation 


It is expected that the United States will 
be represented at the second session of the 
international double-taxation conference 
which will probably be held in April at 
London. Agenda for the meeting already 
issued include discussion of double taxation, 
fiscal evasion, judicial assistance in collec- 
tion of taxes, succession duties and estab- 
lishment of permanent tax organization. 


World Economic Conference 


A world economic conference is to be 
held next May at Geneva under the aus- 
pices of the league of nations. The agenda 
for the conference were outlined in the 
February 15th issue of the Bulletin. It 
has since been reported that the English 
government has accepted an invitation of 
the council of the league to appoint five 
members to attend and has nominated Sir 
Arthur Balfour, Sir A. Norman Hill, W. T. 
Layton, Sir Max Muspratt and Arthur 
Pugh, all prominent in industrial and 
economic fields. The members of the 
conference will not be empowered to act as 
official spokesmen or to bind their govern- 
ments in any way. It is said that the 
United States will probably be represented 
at the conference. 


New York State Insurance Fund 


The state insurance fund, the existence 
of which is a part of the laws of New York, 
has addressed to accountants a circular 
briefly describing the fund with the follow- 
ing introduction: 

Accountants often inform their clients on work- 
men’s compensation insurance costs. They are 
frequently consulted on compensation insurance 
matters. It is with the purpose of service to both 
accountants and employers that the reprint below 


is mailed to you. We shall be pleased to send you 
further information about the state fund on request. 


A brief statement of facts regarding the 
fund, including net cost, security, strength, 
service and saving which it has effected is 
given. The headquarters of the fund are 
at 432 Fourth avenue, New York, N. Y. 
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BOARD OF EXAMINERS 


The board of examiners of the Institute 
has recommended the advancement of sev- 
eral associates to full membership and the 
admission of a number of applicants as 
members and associates. The council, vot- 
ing by mail ballot, elected the applicants 
recommended by the board and the presi- 
dent declared these applicants duly ad- 
mitted to the Institute as of March 5, 1927. 
The newly elected members and associates 
are as follows: 


Advanced to Membership: 


Robert N. Dedaker, Indianapolis 
Abraham I. Grade, Chicago 
Walter L. Morgan, Philadelphia 
Prior Sinclair, Cleveland 

David E. Townsend, New York 


Admitted as Members: 


Arthur W. Ambler, New York 
David Roy Anderson, Philadelphia 
Walter H. Anderson, Chicago 

Roy Andreae, Chicago 

Edward L. Barette, Los Angeles 
Archibald J. Bloodsworth, New York 
William H. Borland, Birmingham 
William Bringhurst, Philadelphia 
Herbert P. Brown, Los Angeles 

H. Ashlin Dykes, Baltimore 
George R. Foddy, Jr., New York 
Arthur G. Holland, Salt Lake City 
John A. Janzen, Chicago 

Charles J. Keller, Cincinnati 
Frank Lester Kerr, Chicago 
Thomas J. King, New York 

Ira B. McGladrey, Cedar Rapids 


James J. McGonigle, Pittsburgh 
William Franklin Marsh, Pittsburgh 
Edward J. Moehringer, Cincinnati 
Harry T. Nelson, Dallas 

Percy Walter Pogson, El] Paso 
James W. Rorrison, Dallas 
Emanuel Rothman, Los Angeles 
William N. Simlick, Cincinnati 
James R. Wharton, South Bend 
Edward B. Wilcox, Chicago 

Ernest R. Wildbrett, New York 
Paul D. Williams, Kansas City, Mo. 


Admitted as Associates: 


Alvin W. Burket, Richmond 

Robert S. Carter, New York 

Clinton Collins, Jr., Cincinnati 

Roy T. Culey, Los Angeles 

G. Q. D’Albini, Medford, Oregon 
Joseph A. Gormley, New York 

Algo D. Henderson, Yellow Springs, Ohio 
Milo B. Hopkins, Chicago 

Horace S. Irving, Kansas City, Mo. 
Vincent J. Murphy, St. Petersburg, Fla. 
Charles A. Muzzy, Fort Myers, Fla. 
Kennon W. Parham, Raleigh, N. C. 
Robert H. Rissinger, Philadelphia 
Herbert B. Rose, San Francisco 
Delbert F. Saxton, New York 

Jackson W. Smart, Chicago 

Thomas Y. Whittingdale, New York 


The board has fixed the date of the next 
examinations, which will be held on Thurs- 
day and Friday, May 19 and 20, 1927. 
Applications should be filed at least sixty 
days before the examinations in order that 


they may receive adequate consideration 
by the board. 


STATE BOARDS OF ACCOUNTANCY 


District of Columbia 


The next C. P. A. examinations in the 
District of Columbia will be held May 2, 
3 and 4, 1927. The place will be determined 
later by the board. 


New York 


The New York state C. P. A. examina- 
tions will be held Monday, Tuesday and 
Wednesday, May 23, 24 and 25, 1927. 


W. Henry Hirschmann announces the 
opening of an office for the practice of ac- 
countancy at 50 East 42nd street, New 
York. 


A. J. Krasner and Harry Krasner an- 
nounce the formation of a co-partnership 
under the firm name of Krasner & Krasner, 
with offices at 1440 Broadway, New York. 
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STATE LEGISLATION 


In accordance with general expectation 
the sessions of the various state legislatures 
this year have been marked by the intro- 
duction of a number of bills affecting ac- 
countants and accountancy. Some of these 
bills were described in the Bulletin for Feb- 
ruary 15th and others have been reported 
since the publication of that issue. At 
the time when this Bulletin goes to press 
no report has been received of the passage 
of any bill directly affecting accountancy. 
In some states proposed acts of this nature 
are already dead or are certain to be de- 
feated. Such instances are included in 
the following summary of the present situa- 
tion, however, as it is felt that even their 
introduction is significant enough to warrant 
mention. 

Arizona 


House bill No. 118, to replace the present 
C. P. A. law of Arizona, has been introduced 
in the legislature of that state. 


Arkansas 


House bill No. 112 in the legislature of 
Arkansas was referred to the committee on 
judiciary, reported favorably in the house, 
and passed by the house, February 24th. 
It is intended to reorganize the state board 
of accountancy, but apparently would not 
alter the purpose of the existing law, merely 
providing for reorganization in personnel. 


California 


Senate bill No. 234, which is an act to 
supplant the present C. P. A. law of Cali- 
fornia, was introduced in the legislature 
January 1Sth. 

The California State Society of Certified 
Public Accountants is opposed to this mea- 
sure and has obtained the support of many 
representative business groups, including 
chambers of commerce and trade and pro- 
fessional organizations, in its defense of the 
present accountancy law which has been 
in effect since 1901. The bill now in the 
state senate contains many objectionable 
features, including a waiver clause which 
would make it possible for many practising 
accountants to obtain C. P. A. certificates 
without examination, with resultant lowering 
of the present standing of the certified public 
accountant certificate in California. 


A senate committee hearing on senate bill 
234 has been called for March 16th. In the 
meantime, legislators throughout the state 
have been informed of the unwise nature of 
the proposed legislation, and it is believed 
by the state society that the bill will be 
killed. 


Indiana 


Senate bill No. 243, which was introduced 
in the legislature of Indiana, February 11th, 
provides for a one-year residence restriction 
for applicants for the certified public ac- 
countant certificate, and also for payment of 
an annual registration fee of three dollars 
by every certified public accountant of the 
state. The bill was passed by the senate, 
February 25th, and was referred to the com- 
mittee on rights and privileges of the house 
of representatives. The proposed measure 
is supported by the Indiana Association of 
Certified Public Accountants, which hopes 
that it may be finally passed before the 
close of the session. 


Kansas 


In Kansas, house bills numbered 423 
and 592, respectively, relate to the audit 
and examination of county records and to 
county auditors. No further report has 
been received of house bill No. 341, providing 
for the auditing of the books of certain 
county offices by a certified public account- 
ant appointed by the governor; the intro- 
duction of which was announced in the 
February Bulletin. 


Missouri 


As reported in the last Bulletin, house 
bill No. 343 proposed in Missouri to supplant 
the existing C. P. A. law was killed in 
committee as a result of the opposition of 
certified public accountants of the state. 


Minnesota 


House bill No. 546 in the Minnesota 
legislature, described as an act to provide 
for the admission of certified public ac- 
countants to practice in certain cases, is 
believed to have little chance of passage. 
Senate bill No. 378, permitting state officers 
to accept reports of certified public ac- 


countants, was indefinitely postponed Febru- 
ary 23rd. A substitute for this bill, how- 
ever, house bill No. 372, has been passed in 
the house. The Minnesota assembly ad- 
journed March 3rd. 


Nebraska 


In Nebraska, senate bill No. 18, pro- 
viding for a uniform system of accounting 
~ by all county, city and village officers, was 
killed in the senate, February 14th. 


New York 


House bill No. 1034, introduced in the 
New York legislature, February 16th, is 
similar to what was known as the Coughlin 
bill proposed last year. It is a certified 
public accountant act, based on the so- 
called two-class system of regulation. 

House bill No. 1473 and senate bill 
1152, identical acts, recently introduced 
in New York, provide for the amend- 
ment of the existing statute relative to the 
practice of public accountancy. 


North Dakota 


In the North Dakota legislature a bill 
to repeal existing C. P. A. legislation, 
numbered house bill No. 158, was intro- 
duced February 28th, and was referred to 
the committee on state affairs. The bill 
has been indefinitely postponed. 
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Oregon 


No further report has been received on 
house bill No. 180 in Oregon, which was 
designed to supplant the C. P. A. law in 
effect. The bill was opposed at a hearing 
by the Oregon Society of Certified Public 
Accountants, and the committee voted to 
report unfavorably on it. 


South Dakota 


House bill No. 205 in South Dakota was 
intended to amend the existing statute re- 
lating to the state board of accountancy. 
The legislature of that state was to have 
adjourned March 5th, and at that time no 
report of the passage of this bill had been 
received. 


West Virginia 


A new certified public accountant act, 
house bill No. 148 and senate bill No. 78, 
was introduced in West Virginia, January 
19th. The legislature of that state subse- 
quently adjourned and has not yet re- 
convened. 


Wyoming 


The legislature of Wyoming adjourned 
sine die February 21st. However, prior 
to adjournment a certified public accountant 
act, senate bill No. 80, generally condemned 
by accountants of the state, was proposed 
and was indefinitely postponed by the senate. 


NEWS OF LOCAL SOCIETIES 


Massachusetts Society of Certified 
Public Accountants 


A round-table conference was held by 
the Massachusetts Society of Certified 
Public Accountants, March Ist, at the 
chamber of commerce building, Boston. 
The meeting of January 24th, at which the 
discussion assumed the form of a round-table 


conference, was so successful that it was 
voted to hold a similar session before the 
regular March meeting. 

The first subject discussed was the treat- 
ment of taxes on the balance-sheet. J. 
Chester Crandell was the first speaker. 
He advocated setting up the liability for 
local taxes on April lst and deferring the 
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whole amount as of that date, writing it 
off month by month during the ensuing 
twelve-month period. During the discus- 
sion it was brought out that the usual cus- 
tom was to accrue the liability and charge 
month by month from April Ist. Mr. 
Crandell also was in favor of accruing the 
provisions for federal taxes and the income 
proportion of the Massachusetts state tax 
monthly from January Ist. The corporate 
excess portion of the Massachusetts tax 
he would set up as of April lst and write 
off over the twelve-month period in the 
same way as the local tax provision. 

The second speaker, Edward J. McDevitt, 
said that although the subject given was 
“Verification of cash’ the real question 
that he had in mind was: Can the auditor 
in a cash or detailed audit safely eliminate 
the checking of the cashbook footings? 
Mr. McDevitt’s conclusion, with which 
the society concurred, was that the checking 
of the footings is an important part of the 
audit and can not be eliminated, although 
Mr. Crandell indicated that he thought it 
unnecessary to foot the cents column in 
any kind of an audit. 

The president then called on Homer N. 
Sweet, who said that he would ask the 
members of the society certain questions on 
the subject assigned to him, which he con- 
sidered to be both the content and the word- 
ing of the audit certificate. He said that, 
in his opinion, the wording should be clear 
and intelligible to the ordinary person. The 
auditor should not take it for granted that 
the balance-sheet certificate would be read 
only by the person to whom it was sub- 
mitted. The phraseology should therefore 
be clear and not misleading to any one who 
chances to read it. As to the content, 
Mr. Sweet first asked what the members 
would do if a client objected to the wording 
“in our opinion” and insisted on eliminating 
it? It was the sense of the meeting that it 
was highly desirable to include this phrase, 
as any financial statement or certificate 
was a matter of opinion. Mr. Sweet also 
said that he inserted this phrase in the 
certificate attached to the Massachusetts 
certificate of condition as it was not in- 
cluded in the typed wording on the certifi- 
cate. His next question was whether or 
not an auditor would insist on qualifying 
the certificate, assuming that the client 
had investment in a wholly owned subsidi- 


ary company, access to whose books was 
refused to the auditor. After some dis- 
cussion, Mr. Sweet said that, if the amount 
involved was important and if the client 
refused access to the books, he would de- 
cline to certify the balance-sheet. Several 
members seemed to feel that a qualification 
in the certificate in this respect would be 
sufficient. The speaker next proposed the 
following question: Judgment in a suit has 
been rendered against a client in an amount 
of $1,500,000 during January, 1927. Is 
it necessary to mention it in the balance- 
sheet or certificate as of December 31, 
1926? 

It was felt by all present that the 
balance-sheet should contain a note re- 
ferring to the judgment in the suit and the 
amount of such judgment. The general 
question of consideration to be given by the 
auditor to events happening after the date 
of the balance-sheet but before the date of 
the certificate was then discussed. Mr. 
Sweet felt that it was important to take 
such facts into consideration. However, if 
the events in question happened after the 
date of the certified balance-sheet but before 
the date of the formal report, he felt that 
it would be sufficient to mention the cir- 
cumstances therein, and that it would be 
unnecessary to change the balance-sheet 
or recall the certified balance-sheet already 
delivered. The last point raised by Mr. 
Sweet was as follows: In the case of a con- 
struction business, if it was previously the 
practice of the company to take up the 
profit only on the completion of contracts 
and in 1926 no large contracts had been 
completed, what would be the attitude of 
the auditor if the company changed its 
basis and reported in the balance-sheet at 
December 31, 1926, the profit accrued to 
that date on all contracts in process? It 
was the opinion of several members that a 
statement explaining the change in basis 
should be attached if the certificate covered 
the profit-and-loss account, but if the 
balance-sheet position was correct, no quali- 
fication was necessary. Mr. Sweet, how- 
ever, felt that wherever there was a change 
in basis of valuation between balance-sheets, 
it was necessary to mention it either in the 
balance-sheet or the certificate, even though 
the surplus account was shown in one 
total and no profit-and-loss account was 
attached. 


New York State Society of Certified 
Public Accountants 


On February 14th the New York State 
Society of Certified Public Accountants 
held a meeting at which the discussion was 
devoted to income-tax problems, in the 
form of questions and answers on income 
taxation. Dr. Joseph J. Klein and Robert 
H. Montgomery led the discussion of federal 
taxation and Isidor Sack that of New York 
state taxation. The interest with which 
the members present received the discussion 
is shown by the fact that the meeting con- 
tinued past midnight. A paper on insur- 
ance trusts, prepared by Orrin R. Judd, 
was also read. Mr. Judd and Mr. Sack 
are chairmen of the committees on federal 
and state taxation, respectively, under the 
direction of which the meeting was held. 

The anniversary dinner of the society was 
originally called for March 21st, but because 
of the nature of the professional work of 
the members which will continue up to 
March 15th, the date for this occasion has 
been postponed until April 25th. A regular 
monthly meeting will be held March 21st 
at the Waldorf-Astoria hotel. It is expected 
that Alexander Wall of the Robert Morris 
Associates will be a speaker at this meeting. 

The New York State Society has recently 
published the first of a series of technical 
monographs to be prepared by the various 
technical committees. Technical mono- 
graph No. 1 treats of accountants’ reports. 
The purpose of the publication of these 
monographs, it has been announced, is to 
present in convenient and acceptable form 
the results of the research and study of the 
technical committees for the benefit of 
members and other interested persons. ‘The 
pamphlet contains twenty-one printed pages 
and subdivides the topic into the following 
divisions: content of report, statements 
giving effect to financing, terminology and 
classification, certificates and comments. 
A bibliography on the subject is also in- 
cluded. 
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Pennsylvania Institute of Certified 
Public Accountants 


PITTSBURGH CHAPTER 


The Pittsburgh chapter of the Pennsyl- 
vania Institute of Certified Public Ac- 
countants held a meeting at the High-noon 
club, February 16th, in conjunction with 
the local chapter of the National Associa- 
tion of Cost Accountants. Harold D. 
Greeley was the principal speaker, and his 
topic was ‘Professional codperation be- 
tween attorneys and accountants.” He 
urged the participation of both accountant 
and lawyer in the formulating of any form 
of contract involving the division or spend- 
ing of money. 


Rhode Island Society of Certified 
Public Accountants 


A regular meeting of the Rhode Island 
Society of Certified Public Accountants 
was held at Providence, February 2\st. 
George B. Clegg was named as the society's 
representative on the accountants’ com- 
mittee of the American Arbitration Asso- 
ciation. 

The society directed the secretary to 
inform interested legislators and the gover- 
nor of the state that the society has en- 
dorsed the Arbitration Association’s drait 
state arbitration act upon which is based 
senate bill Na 69, in the legislature of Rhode 
Island. 

At the meeting the society went on record 
as adopting as standard procedure matter 
in the federal reserve bulletin of April, 1917, 
entitled Approved Methods for the Prepa- 
ration of Balance-sheet Statements. 

The new constitution and by-laws of the 
Rhode Island Society have recently been 
printed and issued. Section 20 of the by- 
laws contains rules of professional conduct 
and provision is made for punishment for 
violation of these rules. The new articles 
were adopted on December 27, 1926, when 
the former constitution and by-laws of the 
society were repealed. 


J. Hugh Jackson announces that he has 
accepted an indeterminate (life) appoint- 
ment as professor of accounting in the 
graduate school of business, Stanford Uni- 
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versity, and has resigned as of September 1, 
1927, as professor of accounting in the 
Harvard graduate school of business ad- 
ministration. 
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REVIEWS 


HENRY B. FERNALD—"“THE PREPARATION 
OF BUDGETS” 


Address delivered at a meeting of the 
New York State Society of Certified Public 
Accountants, New York, December 13, 
1926. 


In commencing his discussion the speaker said 
that the one test to be focused on the preparation 
of a budget is, ‘‘Will it work?’’ Excellence in 
compilation of statistics, preparation of forms or 
summarization of results will not be successful if 
the final product can not be used to practical ad- 
vantage. The speaker emphasized the importance 
of a dominating conviction on the part of the man 
responsible for the budget that it will and must be 
an effective instrument for controlling the affairs 
of the business. While compilation of statistical 
information and form of presentation are important, 
the dominating force of personality behind a budget 
is necessary if it is to work successfully. The 
speaker referred to the success of poorly drafted 
cost systems and the failure of well drafted ones as 
an illustration of the necessity for personal and 
determined support of such systems. As a further 
illustration the speaker referred to the occasion 
when he was requested to prepare a budget for the 
state of New Jersey during the time of the world 
war. The time for the work was limited, the period 
was feverish and the war-time exigencies intensified 
the diffic ‘ties usually encountered in such work. 
The spear» said the budget presented was far from 
complete and adequate, but it was successful be- 
cause of the determination of the governor that it 
should be a practical aid in the state financial pro- 
gramme. The codperation of the unit departments 
was given whole-heartedly and this fact, coupled 
with the determined backing of the governor, 
compensated for the technical inadequacies in the 
hurriedly drafted budget itself. Fortunately the 
succeeding governor showed a determination similar 
to that of his predecessor and the budget became 
established as a permanent part of the state’s 
financial system. 


The speaker then proceeded to outline the essen- 
tials which he believed need emphasis in a discussion 
of budget preparation. 

First he reiterated the necessity for the determina- 
tion of someone in authority that the budget shall 
be a working success. 

Second he stressed the confidence in the honesty 
of purpose of those in charge of budget activities 
which must be given by everyone whose aid is 
needed in its preparation. No budget is perfect, 
since results depend largely upon judgment and 
opinion, but errors are due to technical mistakes and 
not to unfairness. 


The third essential, said the speaker, is a feeling 
of mutual understanding between budget officers 
and operating heads. ‘The operating men must feel 
that the budget authorities appreciate the operating 


‘problems to be met and the budget authorities 


should be assured that the operating men have 
realized the significance and purpose of the budget. 
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The concern should recognize that the budget 
constitutes a financial programme which can and 
should be followed. Unless this is a universal 
belief there will be a tendency to set aside budget 
limitations. If the belief is present, a budget may 
often be adhered to with surprising exactitude. 

It must be admitted, said the speaker, that con- 
ditions may arise which will necessitate budget 
variations. Absolute prescriptions with no allow- 
ances for emergencies will hasten failure. Operat- 
ing men will lose confidence unless they know that 
as a part of the budget system there is some provision 
for coping with unexpected situations. 

Closely related to these essentials in the prepara- 
tion of the budget are the various steps in its compo- 
sition, said the speaker, and he proceeded to sketch 
the stages in the process. 

First there will be some central budget office for 
assembling statements and estimates of the various 
units of the business and to execute necessary cler- 
icallabor. The first step will be entrance on proper 
forms of the items of receipts, expenditures, produc- 
tion or other statistical information for the preced- 
ing period of from two to five years. It is desirable 
that actual results and original budget estimates 
for each of these years be indicated. The speaker 
warned that too many figures may mean loss of per- 
spective and mentioned that operating men dislike 
masses of statistical data. 

With the record of past results must be obtained 
judgment of the practical operating men upon ex- 
pectations for the ensuing budgetary period. Heads 
of departments should have statements from su- 
periors of the general basis upon which the budget 
is to be prepared; for example, that it will be based 
on the same production or activity as in the preced- 
ing year. Many conferences may be necessary be- 
tween department heads and superiors regarding 
certain features, for instance, installation of new 
machinery, which would show variation from past 
operations. 

Next, these statements of results of the past and 
estimates for the future pass for scrutiny and review. 
Possibly these original estimates may be studied by 
general managers who may check the explanations 
for notable increases or decreases. Every budget 
estimate, of course, should be accompanied by 
explanations for significant variations from the 
results of past years. The speaker continually 
emphasized the necessity for department heads 
having complete information regarding the budget 
and an opportunity to express their beliefs with 
regard to it. 

The various estimates go to the central budget 
office for review, critical consideration and assem- 
blage into a proposed budget for the entire business. 
At this point mutual understanding between budget 
office and operating men may be best established. 
Discussion and part revision may be necessary, 
which should be accomplished before final decision 
is made. 

Some items in the budget first prepared are almost 
sure to call for revision. If the original estimate 
was on a basis of the past year, it may be decided to 
prepare for an increase in business. If any such 
change is to be made, the operating heads must be 
given the opportunity to revise their figures if they 


| 


are expected later to abide by the budget adopted. 
The speaker closed this outline with repetition of 
his belief that operating men should be given every 
opportunity to express their opinions and needs in 
relation to the proposed budget. 

The speaker said that there should be a definitely 
recognized procedure for granting budget increases 
in emergencies when department heads may re- 
quest additional allowances, if such variations 
from the budget are found to be necessary. Pro- 
vision should be made for budget modifications due 
to unforeseen exigencies, although the speaker 
emphasized that unnecessary elasticity is not to be 
desired. 

Simple forward estimates which departmental 
heads are supposed to endeavor to comply with in a 
more or less indefinite fashion are not real budgets 
in the opinion of the speaker. A true budget 
when adopted should carry with it a definite 
authorization for expenditures and any excess of 
budget allowances should be the subject of approval 
similar to that which was given to the budget as 
originally passed. 


J. P. FRIEDMAN—“ DETERMINING PROFITS 
FROM DEFERRED-PAYMENT SALES” 


Address delivered at the annual conven- 
tion of the Controllers’ Congress of the 
National Retail Dry Goods Association, 
May 12, 1926. 


The speaker said that as the sale of merchandise on 
the instalment plan is a comparatively recent de- 
velopment in department stores, there is sometimes 
a tendency toward over-statement of the profit 
earned on such transactions. Generally such profit 
may be determined either by deferring the profit at 
the time the sale is made and including it in income 
only in proportion to collections, or by including the 
entire profit in income immediately upon making the 
sale in the same manner as in the case of cash, charge 
and c. o. d. sales. The first method has been 
sanctioned for income- and profits-tax purposes by 
the regulations of the treasury department and the 
provisions of the 1926 revenue act. By this method 
the percentage of total gross profit on a sale is pro- 
rated to the initial payment and subsequent collec- 
tions, and this percentage of each payment is re- 
corded when the cash has been received. 

However, it is customary in this relation to charge 
the customer interest on the unpaid balance. In de- 
termining profits at the end of the period, the ques- 
tion arises whether or not the entire amount of the 
interest should be included in the earnings at the 
time the sale is made, which would seem to be in- 
consistent with the general theory of this method of 
determining profits. Whether the interest charge 
is higher or lower than a fair rate of interest on the 
outstanding balance does not alter the situation. 
The gross profit and interest as elements of income 
should both be deferred according to collections. 
Under the method of deferring gross profit, a reserve 
for doubtful accounts is not considered necessary. 
The second method, that of including the entire 
profit from instalment sales in income as soon as 
sales are made, entails some difficulty in that there 
are certain deductions from such profits not common 
to cash, charge and c.o.d.sales. If interest on the 
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unpaid balance is charged, it is a question whether it 
should be included in earnings pro rata in accordance 
with collections, or included in its entirety imme- 
diately upon making the sale. In this relation the 
question of whether the interest charged represents a 
normal interest rate should be borne in mind. The 
compound interest basis should be used if the sales 
are to be paid for over a period longer than one year. 
The speaker said that any method of proration 
similar to that used under the first method would be 
inconsistent as the second method tends away from 
proration. However, to include the entire interest 
in income immediately would necessitate carrying 
customers’ accounts on the balance-sheet, valued at 
one hundred per cent., which are not payable for 
many months, whereas proper accounting demands 
that such accounts be not included at values in ex- 
cess of their present worth. This implies that de- 
ductions from the gross balances should be made in 
an amount equivalent to a normal rate of interest 
which will reduce the accounts to their present 
worth. If the interest rate charged is above normal, 
the computation of the deferred interest at only six 
per cent. will result in the immediate inclusion in 
income of such portion of the interest charged as is 
greater than the proportion based on collections. If 
the rate is less than the normal one it will result in 
deducting from the accounts more than has been 
charged to the customer on the unpaid balance, 
thereby reducing the effective gross profit included in 
income. The speaker suggested that irrespective of 
the rate charged a normal rate of interest be used to 
reduce customers’ instalment accounts to their 
present value under the second method. 

A small provision for uncollectible accounts in 
instances where it may be impossible to repossess the 
merchandise should be made. Such a reserve for 
doubtful accounts, even in cases where merchandise 
is repossessed whose present worth may be lower 
than the price at which sold to the customer, shifts 
the profit to the period in which the goods are ulti- 
mately sold. The speaker said that a deduction 
from profit also should be made to set up a reserve 
for bookkeeping and collection of accounts, which 
is a considerable item in deferred-payment sales. 


WALTER A. STAUB—“WAIVERS, CREDITS 
AND REFUNDS” 


Address delivered at the annual conven- 
tion of the American Mining Congress, 
Washington, D. C., December 7 to 10, 
1926. 


The speaker said that the introduction of the 
income tax in this country created some new 
problems in taxation methods and _ procedure. 
Prior to 1917, he said, the income-tax rates were 
so low that the possibility of additional assessments 
was not a serious contingency and the limitation of 
time for such additional assessments did not re- 
ceive much consideration, although the 1909 act did 
contain a provision making them possible. The 
speaker referred to provisions for additional assess- 
ment and limitation of time in that relation in the 
various acts, ending with the 1926 act which re- 
duced the period to three years from the time re- 
turns were made for taxable years beginning with 
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1925, retaining, however, the periods specified under 
previous acts. He said that it was quite apparently 
the intention of congress to set a definite limit of 
time upon the expiration of which the taxpayer 
might be assured that his income-tax liability had 
finally been determined and that no further liability 
could arise therefrom. The wording of the acts 
indicates that congress intended the need for ad- 
ditional assessment to arise only when there had 
been intent to defraud the government or when 
ignorance or error had falsified the return. Before 
the war the amounts involved in additional assess- 
ment resulting from the examination of returns 
by the treasury were not large enough to cause seri- 
ous inconvenience. In the war-tax years, however, 
with their unprecedented rates, it was important 
that true tax liability be known as soon as possible. 
This called for authoritative determination of the 
amount of liability and a definite limitation of time 
beyond which no further increase in liability could 
arise. The treasury, however, said the speaker, 
initiated the practice of requesting taxpayers to 
waive the statutory period of limitation on addi- 
tional assessments, threatening that if waivers were 
refused immediate assessment would be made of 
additional taxes under consideration by the treasury. 
The majority of taxpayers chose to give the waivers 
requested and thus extended the period within 
which the treasury might make additional assess- 
ments. The 1921 revenue act contained the first 
specific provision for the extension of the statutory 
period with the consent in writing of both the com- 
missioner and the taxpayer. 


The speaker commented on the inconveniences 
borne by business under these conditions. Real 
estate and personal property taxes are currently 
determined each year and after payment there is a 
practical assurance that no further claims may arise. 
The contrary conditions which obtain in income-tax 
administration cause much annoyance. 


Several reasons for the waiver practice developed 
by the treasury are: lack of an adequate number 
of competent agents to complete the examination 
and final determination of liability within the statu- 
tory period, and the treasury’s undertaking in 
1917 to value all natural resources and intangible 
assets which had been acquired by corporations 
of the country for capital stock, or which were 
affected by the general principle of valuation as at 
March 1, 1913, for depletion or depreciation pur- 
poses. 

According to the speaker, even if these reasons 
justified the waiver practice of the treasury, the 
system is inequitable to the taxpayer in that the 
payment of refunds may not be extended beyond 


the fixed period within which claims for refund or 
credit must be filed. The taxpayer may waive 
his right of limitation of additional assessment but 
there can be no extension of the statutory period 
within which claims must be filed by taxpayers in 
order to permit the making of refunds or credits. 
The arguments which may be used to justify the 
treasury’s waiver practice may be applied with 
equal force to the contention that taxpayers claim- 
ing refunds should be allowed a similar privilege. 
For example, the tax liability of some 1917 and 1918 
returns is still undetermined, so that if any addi- 
tional tax is disclosed it can be assessed and collected. 
On the other hand, under the present act there is 
no way generally in which claims for refund can now 
be filed with respect to 1917 and 1918 taxes over- 
paid under returns filed at that time. In a number 
of important instances the courts have reversed 
decisions of the treasury and the treasury has often 
reversed its own judgments in the matter of certain 
assessments. In such cases if the statutory period 
in which claim for refund might have been filed 
has expired, a taxpayer can not recover an over- 
payment even though the courts have declared that 
such tax ought not have been collected. 

In the interests of equity between the govern- 
ment and the taxpayer with respect to additional 
assessments on one hand and credits and refunds 
on the other, the speaker suggested the following 
provisions: 


1. That the provision for extending the period of 
assessment by agreement between treasury and 
taxpayer automatically extend the period within 
which the taxpayer may file claims for refund or 
credit of tax overpaid for the periods affected by 
the commissioner’s adjustments under the waiver. 

2. That whenever a final court decision reverses 
a treasury regulation, in accord with which returns 
have been required to be made under pain of the 
penalty for negligence provided in section 275 (a) 
of the present (1926) revenue act, claims for refund 
should be permitted, say, within one year from the 
date of the court decision, regardless of the period 
which may have run since payment of the tax. 


The statutory periods which are specified in the 
1927 revenue act for examination, collection or 
recovery of overpayment of income tax run from 
a number of different dates. All these periods could 
not be made to run from the same date but it would 
be possible, by following the suggestions made, to 
simplify somewhat the dates and periods with 
respect to additional assessments and credits and 
refunds. At the same time, said the speaker, it 
would bring them into a more equitable relation 
with each other. 


ERRATUM 


A printer’s error occurred in the Bulletin 
for February 15th in giving the name of the 
respondent in the case decided by the 
supreme court of the state of Washington. 
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The respondent’s name was erroneously 
printed as G. D. B. Ender. The correct 
name is G. D. Bender. 
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COURT DECISIONS 


Taxation 


Inheritance tax. Whether refund of fed- 
_ eral estate tax was taxable under Massa- 
chusetts inheritance-tax statute: 

An action was brought for the abatement 
of an additional succession tax assessed 
against an estate of a decedent. In 1918 
decedent died leaving as part of his estate 
assets consisting of his distributive share of 
his brother’s estate who had died subsequent 
to September 15, 1913. Said assets were 
taxed by the government under the pro- 
visions of the 1913 revenue act but in the 
1918 act no provision was included whereby 
a credit for said amount previously taxed 
within five years could be given in computing 
decedent’s estate tax, so that a federal estate 
tax of $34,000 was imposed upon decedent’s 
estate and paid. In computing the succes- 
sion tax due the state upon decedent’s estate 
the state commissioner had deducted the 
amount of the federal tax so paid. A 1921 
amendment of the federal revenue act pro- 
vided that one of the deductions from the 
gross estate of a decedent should be the value 
of any property received by decedent within 
five years prior to his death by gift, bequest, 
devise or inheritance from a prior decedent 
in whose estate the property had already 
been subject to a federal estate tax. The 
act also provided that this deduction should 
be made in the case of the assets of all 
decedents who had died since September 8, 
1916. Decedent’s estate consequently re- 
ceived from the federal government a refund 
of some $24,000. On these sums the state 
tax commissioner claimed the right to assess 
additional inheritance taxes as upon subse- 
quently disclosed assets. 

It was held that the taxes so assessed by 
the state tax commissioner should be abated. 
The refunded federal estate tax, which was 
a legal tax when collected, did not become 
by relation a payment to the estate as of the 
death of the decedent and pass in intestate 
succession by will, or by deed, grant or gift, 
within the meaning of section 1, c. 268, 
statutes of 1916, in force at decedent’s 


death, providing that “‘all property within 
the jurisdiction of the commonwealth be- 
longing to inhabitants of the common- 
wealth which shall pass by will, or by the 
laws regulating intestate succession, or by 


deed, grant or gift, shall be subject to a 
tax.” 

First National Bank of Boston v. Commis- 
stoner of corporations and taxation, supreme 
judicial court of Massachusetts, January 11, 
1927. 


Income tax. Whether profit on sale of 
gift was taxable income under 1913 internal- 
revenue act: 

An action was brought for money paid 
under duress to a federal tax collector in 
discharge of plaintiff's income tax as assessed 
for the year 1915 under the 1913 internal- 
revenue act. In October, 1914, plaintiff's 
husband gave her certain stock which she 
sold in the summer of 1915. Upon her 
income-tax return for that year she was 
assessed upon the difference between the 
value of the stock in October, 1914, and the 
amounts which she received upon their sale. 
The first paragraph of section B of section 
II of the 1913 act provided that the income 
taxable ‘‘shall include gains, profits and 
income derived from ... sales or dealings 
in property, whether real or personal, grow- 
ing out of the ownership or use of or interest 
in real or personal property .. . or gains or 
profits and income derived from any source 
whatever, including the income but not the 
value of property acquired by gift, devise, 
bequest or descent.” The question was 
whether the statute included “gains . . . de- 
rived from sales’ of personal property 
acquired by gift. By section 2 (e) of the 
act of 1916 it was provided that the gain 
derived from the sale of property acquired 
before March 1, 1913, should be taken as its 
appreciation since that day. 

The court held that plaintiff could not 
recover, for under the act in question the 
profits on gifts and bequests was included 
with gains derived from sales of all kinds of 
property, however acquired. There was no 
merit to plaintiff's contention that congress 
did not mean to tax the appreciation of pur- 
chaser property between 1915 and 1916 
because only in 1916 was any rule laid down 
which professed to cover it and then only in 
a form equally applicable to gifts and be- 
quests. 

Rice v. Eisner, United States circuit court 
of appeals, second circuit, December 24, 
1926. 
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OBITUARY 


Arthur T. Byrnes 


Arthur T. Byrnes, an associate of the 
American Institute of Accountants, died 
January 6, 1927, in a hospital in Boston, 
the city of his residence. Mr. Byrnes was 
a member of the firm of Byrnes & Swan- 
strom. He was admitted to the Institute 
in 1916, and was an associate of the American 
Association of Public Accountants before 
that time. 


Thomas G. Hutchinson 


Thomas G. Hutchinson, a member of the 
American Institute of Accountants and a 
certified public accountant of Florida, died 
in Jacksonville on January 3lst. 

Mr. Hutchinson had been a member of 
the Institute since 1916 and was before that 
time a member of its predecessor, the 
American Association of Public Account- 
ants. At the time of his death he was presi- 
dent of the Hutchinson Audit Co. 


HERE AND THERE 


Frederick J. Hillman, Harold R. Peters, 
and Walter E. Leary have formed the part- 
nership of Hillman, Peters & Leary to take 
over existing practices of the New England 
Audit Co., Frederick J. Hillman & Co. and 
Peters & Leary, formerly conducted by the 
members of the new partnership. The 
offices of the new firm are at 31 Elm street, 
Springfield, Massachusetts, and 161 Devon- 
shire street, Boston. 


Harry A. Keller announces the removal of 
his offices from suite 410, 16 East Broad 
street, to suite 913, First National Bank 
building, 33 North High street, Columbus, 
Ohio. 


The following paragraphs report public- 
service activities of members and associates 
of the Institute: 


William E. Hill, Chicago, is serving as a 
member of the executive committee of the 
Chicago Association of Commerce. 


F. H. Hurdman, New York, spoke to 
students of the Roger Ascham_ school, 
White Plains, New York, January 28th, 
on various phases of the oil industry. 


The Miami Herald, Florida, for Decem- 
ber 5, 1926, contained an item by Clarence 
H. Hurst on income-tax instalments. 
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T. Whitney Iszard, Elmira, New York, 
spoke on ‘Nicaragua’ before the Meeker 


Business Institute of that city on February 
4th. 


J. Hugh Jackson spoke before the com- 
mercial branch of the California Teachers’ 
Association at a meeting held at San Fran- 
cisco, December 14th, on ‘“‘Modern trends 
in commercial education.” On February 
18th, Professor Jackson spoke to the High 
School Commercial Teachers’ Association at 
Stockton, California, on ‘Progress in com- 
mercial education.”’ At a luncheon of the 
Stockton Advertising club and Accountants’ 
club on the same day, Professor Jackson gave 
an address on ““The Stanford graduate school 
of business.” The California Review of 
Secondary Education for January contained 
an article entitled ‘Modern trends in com- 
mercial education,” written by Professor 
Jackson. 


Wayne Kendrick has been elected treas- 
urer of the District of Columbia board of 
accountancy. Mr. Kendrick has served 
on the municipal finance committee of the 
Washington board of trade and recently 
lectured to students of the Washington 
College of Accountancy. 


“What the business man expects from 
his office help’ was the subject of an 
address by W. P. Moonan, Cleveland, to 
the Commercial club of the Cleveland 
Heights high school on November 16, 1926. 
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“Federal income tax’ was the topic of 
an address by Caddie H. Kinard before the 
Rotary club, El Dorado, Arkansas, on 
January 12th. 


At a meeting of the Journal and Ledger 
club, Casper, Wyoming, November 10th, 
A. D. Lewis of that city spoke on bankruptcy 
and the relation of the accountant to the 
bankrupt. Mr. Lewis has been appointed 
deputy district governor of the International 
Association of Lions clubs for the 15th 
district, comprising 23 clubs in the state of 
Wyoming. 


During the month of January the follow- 
ing articles by Samuel Newberger, New 
York, have appeared in various publications: 
“‘Income-tax troubles—how to avoid them,” 
in Beverage News and Tobacco Record; ‘‘An 
important tax reminder for Bronx business 
men’ in Bronxboro, and ‘“‘How to close your 
books for income-tax purposes,” in Linen 
Supply News. Mr. Newberger is also the 
author of ‘‘How to avoid income-tax trouble,” 
in the American Agency Bulletin and Na- 
tional Laundry Journal; ‘‘Calendar of tax 
dates” in the New York University Alumnus; 
and “An important tax reminder,” in the 
American Bankruptcy Review. 


“1926 results and 1927 forecast’’ was the 
subject of an address delivered by V. Frank 
Banta, Chicago, at a meeting of the North- 
western Drug Co. in Minneapolis, February 
8th. 


At a meeting of the American Association 
of University Instructors in Accounting in 
St. Louis, December 28th, F. C. Belser of 
that city spoke on ‘What the universities 
can do to aid the profession of account- 
ancy.” 


During December Reynold E. Blight, 
Los Angeles, spoke at six meetings of as 
many organizations in California. During 
January Mr. Blight spoke on ‘Trends of 
history” before several mass meetings in 
different parts of California. He also ad- 
dressed the Educators club of Los Angeles, 
January 19th, on ‘‘Modern education” and 
the Kiwanis and Electric clubs of that city 


on January 23rd and 28th, respectively, on 
“The international crisis.”’ 


W. B. Castenholz, Chicago, spoke on 
“The proper treatment of distribution 
costs’? at a meeting of the Boston chapter 
of the National Association of Cost Account- 
ants held February 17th. 


An article entitled ‘Supervision of ac- 
counting work,” by W. Homer Conkling 
was read at the January meeting of the 
New York State Society of Certified Public 
Accountants. 


Lewis E. Crook, Meridian, Mississippi, 
spoke at a meeting of the Meridian Rotary 
club, January 3rd, on “Relations between 
competitors.” 


An article on taxation by Henry B. 
Fernald, New York, appeared in the annual 
review and year-book number of Engineer- 
ing i. Mining Journal dated January 22, 
1927. 


David B. Peter, Kansas City, spoke be- 
fore a meeting of the National Association of 
Cost Accountants held in that city, Decem- 
ber 20th, on “A balance-sheet.”’ 


Women’s“Apparel Merchant for December 
contained the first instalment of a series of 
articles on “The mathematics of selling 
price,’ by Theodore I. Schneider, New York. 


G. A. Treadwell, New Orleans, has been 
selected as a member of the ‘speakers’ 
brigade”’ of the community chest, and has 
also been appointed delegate representing 
the Exchange club of New Orleans in the 
New Orleans civic council. Mr. Treadwell 
has been re-appointed a member of the 
postal facilities committee of the Associa- 
tion of Commerce for 1927, and also a 
member of the advisory committee of the 
membership department.. 


Walter C. Wright, Los Angeles, has been 
re-elected a member of the board of directors 
and elected treasurer of the Juvenile Pro- 
tective Association. 


